TEACHERS' RETI REMENT BOARD

REGULAR MEETI NG

SUBJECT: Approval of M nutes of | TEM NUMVBER: 2
April 2, 1998 Meeting
ATTACHMVENT(S): 1

ACTI ON: X DATE OF MEETING May 7, 1998

| NFORVATI ON: PRESENTER: Chai r per son

Pl ease see the attached m nutes of the April 2, 1998, Teachers’
Retirement Board neeting.



PROPOSED
M NUTES OF
TEACHERS' RETI REMENT BOARD
OPEN SESSI ON
THURSDAY, APRIL 2, 1998
STATE TEACHERS' RETI REMENT SYSTEM
ROBYN D. M LLER BOARD ROOM
7667 FOLSOM BOULEVARD
SACRAMENTO, CALI FORNI A

BOARD MEMBERS PRESENT
Emma Zi nk, Chal r person
Yvonne Gal | egos Bodl e
CGeor ge Feni nore
Gary Lynes
Marty Mat hi esen
Lillian Raffel
Fred Buenrostro, representing State Controller, Kathleen Connel
Ri chard Wi tnore, representing Superintendent of Public
| nstruction, Delaine Eastin
Ted Wiite, representing State Treasurer, Mttt Fong
Robi n Dezenber, representing Director of Finance, Craig Brown

STAFF PRESENT

James D. Mosman, Chief Executive Oficer

Chris Waddel |, Chi ef Counse

El | een Ckada, DCEQ, |nvestnents

M chael Carter, DCEO dient Benefits & Services

Laurence Martin, DCEQ Infornmation and Fi nancial Services

Peggy Plett, DCEO, Adm nistration

Jenni fer DuCray-Mrrill, DCEQ, CGov. Affairs & Program Devel opnent
Ken Costa, Director, START Project

Mary M1l es, Adm nistrative Assistant

OTHERS PRESENT

Catherine Cole, Towers Perrin

Beverly Carlson, California Teachers Associ ation
Dave Walrath, California Teachers Associ ati on
Dorot hy Moser, United Teachers Los Angeles - Retired
Dol ores Sanchez, California Federation of Teachers
Patrick McCallum FACCC

A quorum being present, Chairperson Zink called the neeting to
order at 10:43 a.m

1. APPROVAL OF M NUTES OF MARCH 5, 1998 MEETI NG
MOTTON duly nade by M. Feninore, seconded by M.
Lynes, and carried to approve the Board Meeting
M nutes of March 5, 1998.

111, ANNOUNCEMENTS
There were no announcenents.




COW TTEE REPCRTS

TNVESTMENT COW TTEE: M. Lynes reported that the
Comm ttee, in open session, had a panel discussion on the
Systenmis equity structure outside the United States. The
Commttee received and approved the sem -annual reports
on Alternative Investnents and Real Estate, and received
a presentation on the Role of Real Estate. The Conmmttee
al so agreed to sponsor |legislation allowing changes to
the Menber Hone Loan Program The Commttee received
reports from Real Estate, Credit Enhancenent, Alternative

| nvest nent s, Litigation, and the Chief | nvest nent
O ficer.
In closed session, the Commttee approved three

i nvest ment deci sions pendi ng successful negotiations with
CVC Equity, for up to $300 mllion; First Reserve VIII,
for up to $100 nmillion, and GICR VI, for up to $150
mllion. M. Lynes provided records of the votes.

BY CONSENSUS, the report of the Investnent Conmmttee
was accept ed.

AD HOC GOVERNANCE COWM TTEE: M. Wiitnore stated the
Comm ttee reconmmended that the Board adopt the Gfts and
Contributions Policy with the followng clarifications.
The policy would not apply to the Governor or candi dates
for office of Governor; wll be applied to vendors as
contracts turn over or are renewed; use FPPC rules and
guidelines for determining who wll be required to file
di scl osure statenents; that brokerage firns are covered;
that reports would be included in the Agenda and the CEO

will make the information accessible to the Board; and
that the Board acknow edges that violations will require
external reporting. The policy was anended to include

contributions and/or gifts.

MOTION duly nmade by M. Wiitnore, seconded by M.
Wi te, and carried to adopt t he policy on
Contributions and G fts as anended.

M. Witnore also reported that the Conmittee received a
presentation by Cortex on Board CGovernance issues.

BY CONSENSUS, the report of the Ad Hoc Governance
Commi ttee was accept ed.

BENEFI TS AND SERVI CES COWMM TTEE: Ms. Bodle reported that
the Conmttee received a presentation from the Mercer
G oup on the Optional Supplenental Benefit Study and a
briefing on the Cient Advisory Commttee neeting, and
received reports on the Warrant Stub Message and the
Level of Service Standards.

BY CONSENSUS, the report of the Benefits and Services
Commi ttee was accept ed.



VI .

VII.

CH EF EXECUTI VE OFFI CER REPORT

M. Msman discussed reserving the July neeting for a
t wo-day planni ng session. The first day would address
i nvestnment 1issues, and the second day would address
benefit issues and may include the Cortex presentation.

TRAVEL REPORT
M. Mbsman presented this item

MOTI ON duly made by M. Mathiesen, seconded by M.
Bodle to approve the requests for travel as
present ed.

D scussion ensued regarding the travel policy and the
need for additional «clarification on specified trip
categories and authorization to represent the Board at
conferences. M. Msman was directed to put these issues
on the next agenda of the Ad Hoc CGovernance Commttee.

M. Buenrostro requested that the notion be split between
the two specific travel requests. M. Mathiesen and Ms.
Bodl e agreed to split the notion. Discussion continued
M. Wiitnore called for the question.

MOTI ON duly made by M. Mathiesen, seconded by Ms.
Bodl e, to approve the travel request for Ms. Bodle to
attend the I1 R Conference on Understandi ng |nvestnent
Policies and Quidelines. ROLL CALL: Ms. Bodle, and
Messrs. Lynes and WMathiesen voted yes. Ms. Raffel
and Messrs. Feninore, Dezenber, Buenrostro, Witnore
voted no. M. \Wiite abstained. Motion did not
carry.

MOTI ON duly made by M. Mathiesen, seconded by Ms.
Bodl e, and carried to approve the travel request f
M. Lynes, M. Zink, and M. Mtchell to attend t
| FE Market Makers Sem nar in Carlsbad in June.

MOTI ON duly nmade by M. Lynes, seconded by M. Wite,
and carried to accept the travel summaries as
present ed.

UPDATE ON LEQ SLATI ON

: . ay-Morrill presented conparisons of the
proposed benefit enhancenent |egislation, a cost matrix
of proposed benefit inprovenents, and potential funding
sources. M. Buenrostro requested that staff include
information on PERS Tier 2 and the proposed Tier 1%

Ms. Col e, representing Towers Perrin, provided a
presentation on the Retirenment Plan Study.

The Board recessed from12:50 to 1:15 p. m



AB 2616 (Prenter): This bill would increnmentally increase
the benefit age factor. Staff recomended that the Board
defer action pending nore detailed information and
di scussi on. M. Wite requested staff respond to how
this bill addresses the policy of retaining teachers. M.
Wal rath, CRTA, expressed his concern on deferring action
on the benefit enhancenent bills because it would send a
confused nessage to the legislature if the System does
not take a position. Ms. Moser, UTLA-Retired, requested
that if no position is taken today, that staff attend the
| egislative hearings to report that the System is
studying the bill.

MOTION duly nade by M. Raffel, seconded by M.
Feninore, and carried to take an under study position
on AB 2616. M. Dezenber abst ai ned.

AB 2766 (Assenbly PER&SS): This bill contains two
provi si ons; 1) would add a definition of final
conpensation for specified LAUSD nenbers, and 2) provide
for the return to an unnodified allowance for certain

menbers who retired prior to 1991 -- this provision is
bei ng w t hdrawn. Staff recommended that the Board adopt
an oppose position on provision 1 of AB 2766. \V/ g

Wal rath, CRTA, concurred that CRTA has requested that the
aut hors of SB 2766 w t hdraw provi sion 2.

MOTION duly nade by M. Witnore, seconded by M.
Wiite, and carried, to adopt an oppose position on
provision 1 of AB 2766. Ms. Bodle and M. Dezenber
abst ai ned.

AB 2768 (Honda): This bill would require that the four
“teacher” nenbers of the Board be elected. St af f
recommended that the Board not take a position on this
bill.

MOTI ON duly made by M. Wiite, seconded by M. Lynes,
and carried to not take a position on AB 2768. Ms.
Bodl e and M. Dezenber abst ai ned.

SB 1486 (Rainey): This bill authorizes a retired nenber
to designate a new spouse as the option beneficiary under
certain circunstances. Staff recommended that the Board
adopt a support, if anmended position.

MOTI ON duly made by M. Mathiesen, seconded by M.
Lynes, and carried, to adopt a support, if anmended
position on SB 1486. M. Dezenber abstai ned.

M. Herzer, nenber, thanked the Board for supporting SB
1486 and further requested that the tinme limt of one
year for the effective date of change be reduced. M.
DuCray-Morrill stated that staff would be requesting that



the bill be changed to reflect the effective date of
change to one year after marriage.

M. Buenrostro arrived at 1:50 p. m

SB 1528 (Schiff): This bill would authorize STRS to offer

health, wvision and dental insurance benefits to STRS
menbers. Staff recomended that the Board adopt a
support, if amended position. M. Wiite requested that

staff study offering this benefit to both active and
retired teachers before taking a position on this bill.

MOTI ON duly made by M. Wiite, seconded by M. Lynes,
and carried to adopt a support, if anmended position
on SB 1528 with the understanding that staff wll
study both active and retired teachers as an entire
pool. M. Dezenber abstai ned.

SB 1753 (Schiff): This bill prescribes procedures on
closed session matters and disclosure of canpaign
contributions. Staff recommended that the Board adopt a
neutral, i1if anmended position. M. Msman stated that
staff would seek an anmendnent that would all ow STRS staff
the ability to carry out its due diligence.

MOTION duly nmade by M. Lynes, seconded by M.
Raffel, and carried to adopt a neutral, if anmended
position on SB 1753. M. Dezenber, M. Wite, and
M. Wi tnore abstai ned.

SB 2224 (Lee): This bill would provide for the return to
an unnodi fied allowance for certain nenbers who retired
prior to 1991 under specified conditions. Staff
recommended that the Board defer action for additional
study and di scussi on.

MOTI ON duly made by Ms. Raffel, seconded by M. Lynes

and carried to adopt an under study position on SB
2224. M. Dezenber abstai ned.

M. Mathiesen left at 1:58 p.m

M. Wlrath, CRTA, thanked staff for |ooking at these
various issues and encouraged the Board to continue to

| ook at potential benefit enhancenents. M. MCallum
FACCC, asked that the Board | ook at both an adequacy and
retention approach. Ms. Sanchez, CFT, applauded the

Board’s proactive position and made various changes to
the Legislative Summary Report.

M. Feninore left at 2:15 p. m
Ms. DuCray-Morrill was directed to develop additional

information based on a normal retirement at 60 and 65, to
focus on both retention and adequacy, address repl acenent
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ratio from 80 to 85% and the shared responsibility
between the enployee and the enployers, and information
on the DROP Pl an. Staff was also requested to seek
information that indicates that a greater benefit
actually produces retention. M. Wiitnore volunteered
arranging a presentation on the teachi ng popul ati on.

Ms. Bodle and M. Raffel left at 2:16 p. m

FEDERAL LEGQ SLATION: Ms. DuCray-Mrrill had nothing to
add to the prepared agenda materi al .

CASH BALANCE PLAN UPDATE
V5. DuCray-Morrill  was directed to reschedule this
presentation for the next Board neeting.

DEFERRED RETI REMENT OPTI ON PLAN
V5. DuCray-MorrillT  was directed to reschedule this
presentation for the next Board neeting.

M NORI TY & WOMVEN BUSI NESS ENTERPRI SE PROGRAM
Ms. Plett reported that there would be mnimal inpact to
the Systemregardi ng the change in the program

START PRQIECT UPDATE

M. Costa provided a brief update on the START Project.
The schedul ed presentation will be deferred to the My
Board neeti ng.

QUARTERLY LI TI GATI ON REPORT
M. Waddel | presented this item

STATUS OF FI DUCI ARY COUNSEL

M. VaddelT was directed to have M. Lanoff consult with
his California-based partner prior to the next I|nvestnent
Comm ttee neeting and defer the itemto the next neeting.

OPPORTUNI TY FOR STATEMENTS FROM THE PUBLI C
There were no statenents.

ADJ QURNVENT
Chalirperson Zink went directly into Cosed Session to
di scuss investnent issues at 2:27 p.m

At 2:32 p.m, Chairperson Zink returned to open session.
There being no further business to conduct, Chairperson
Zi nk adjourned the neeting at 2:32 p.m

Janes D. Mbsman, Chi ef Executive
O ficer and Secretary to the
Teachers’ Retirenent Board

Emma Zi nk, Chairperson



